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FOREWORD 



Traditionaily vocational education has been geared primarily 
to preparing stuH^ntf for employment—to preparing employees* 
Yet there is another career path available; sCudents can learn 
how to set up and manage their own businesses. They can become 
entrt^preueurs. 

Vocational education^ by its v^.ry nature, Is well suited to 
developing entre; rGneurs. It is important that entrepreneurship 
education be developed and incorporated as a distinct but integral 
part of all vocational education program areas, A Program for 
Acquiring Competence in Entrepreneurship (PACE) represents a way 
to initiate further action in this direction* 

The strength behind these instructional units is the interest 
and Involvement of vocational educators and successful entrepreneurs 
In the state of Ohio a.id across the nation. Special recognition is 
extended to the project staffs Lorraine T, Furtado, Project Director 
and Lee Kopp, Program Associate. Appreciation is also eKpressed to 
the many who reviewed and revised the drafts of the units; Ferman 
Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to 
those consultants who contributed to the content of this publication: 
Carol Lee Bodeen* Louis G. Cross, Douglass Guikema, Peter Haines,. 
Philip S. Mar^hrv niinrles S. McDowell, Mary E. McKnight, Steven R, 
Miller, Bar' Barbara A. Rupp, Ruth Ann Snyder, Rober: L, 

Suttle] F] and Roy H. Young, 

Robert E. Taylor 

EKecutive Director 

The National Center for 

Research in Vocational Education 



HOW TO USE PACE 



A Program fur Acquiring' Competenca in Entrepreneurship 
(PACE) is a curriculum responsive to the need for instruction 
in entrepreneurship* It is primariiy for postsecondary level j 
including four year colleges and adult education, but it can 
also be adapted for special groups. PACE is divided into three 
parts (1) Getting Ready to Become an Encrepreneur , (2) Becoming 
an Entrepreneur (establishing a business) j and (3) Being an 
Entrepreneur (operating a business). 

Each of thti Lhree parts haB a set of instruccional units v/hich 
relate to that topic. Within these units, the material is organized 
into three levels of learning! Exposure^ ^plorationj and prepara-- 
tion/Adaptation. These levels of learning progress from simple to 
complex concepts t 

The levels of learning will enable you to use the PACE material 
to suit your individuaJ. needs. You may find it best to work with 
the exposure level of one unit and the exploration level of another , 
Or i you may choose to pursue one level throughout the entire series* 
You might also wane to work through two or more levels in one unit 
before going on to the next unit* 

Before beginning a unitj discuss with your instructor what leve 
or levels of Inarntng In that unit are most appropriate to vour \1 
and abilities* Read nni- /lew and ' a i .:gh the prd/post 

assessmc. for the tL4..d levels to help you in your choiw.e# Also 
clieck the list of definitions you might need to look up or research 
for that level. 

When you are ready to start, turn to thc> ' ^^v? '^u navu chosen, 
takt* Che prcassrssmenC and tdeni ify those items wli h you feel need 
spuclal at^'i • 1 'T I .1 the unit* -Iso 1 nnk at the learning objectives 
LiiL: / will ^ylL-.yD i whaC you hI^ou . able to do by the time you 

rini "bar level of learning* 

As you read, you will notice questions in the margins alongside 
the substantive content portion of each level* Use these questions 
CO guide your reading* 

At the end of eacli level of learning are acttvitles which help 
you become Involved with Che content presented in the unit* You and 
your inscructor can decide on how many activities you sliuuld do; you 
m/iy want to do several or you many neud to <i ill* 
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Then, evaluate yourself. Is chare any material that you need 
to raview befor© you take the postasBessment? The difference in your 
anHwura nn the pre/poBtassessmentB should show you how much you have 
grown in your knuwledgu of eutrupreueurHhip . 

When you and your instructor feel chat you have successfully 
completed tha. level, you are ready to begin another level of learnings 
either in the same unit or in anocher. 
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OVERVIEW OF THE UNIT 



One of the preliminary steps in opening a business is d.^.veloping 
a business plan. A business plan can help assure success in performing 
many of the business functions. You can use your plan to acquire money 
from a lender or a potential investor. Business plans help project your 
sales volume, cost of goods sold^ and minimum inventory requirements. 
In shorts it helps plan for the unexpected and puts you in control of 
the firm's operations* 

Developing a business plan is the focus of this unit. The unit 
includes information about the planning function; what business plans 
include; why you should develop a business plan; and how a business plan 
can be used* 
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DEFINITIONS TO KNOW BEFORE YOU BEGIN 



As you read through a level, you might find some unfamiliar words. 
Listed below are stveral business terms used in each level. Know^ 
Ing these before yju begin might help you to better understand that 
level. 

EXPOSURE 
audit 

EXPLORATION 
stockholder distribution channels 

cash flow auditor 

- PREPARATION/ADAPTATION 
cash flow auditor 
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PACE 

PATH OF STUDY 
PART I — GETTING READY TO BECOblE M ENTREPRENEUR 

Unit I A 
Unit I B 
Unit I C 



[[you ARE Unit 



PART II BECOMING AN ENTMPRENEUR 

II A~ Developing the Business Plan 
Unit II B 
Unit II C 
Unit II D 
Unit II E 
Unit II F 
Unit II G 

PART III BEING AN ENTREPRENEUR 
Unit III A 
Unit III B 
Unit III C 
Unit III D 
Unit III E 
Unit III F 
' Unit III G 
Unit III H 
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EXPOSURE. PART IL UNIT A 

DEVELOPING THE 
BUSINESS PLAN 

' / PREASSESSMENT 
Here are some questions that test for knowledge of the contents 
of this level. If you are very familiar with, the information needed to 
answer them, perhaps yoy should go to another level or unit — check 
with your Irtstructor. Ocherwisi, Jot down your answers. After you've 
read through this level, take the postassBssment at the end of the 
"Exposure Activities" section and measure what you've learned, 

1. Why is it so impor.tant for an entrepreneur to have a 
business plan? i 

2. What, stops are necessary in planning?' 

3. What is Involved in developing a, business plan? , 

4. What information would you want your business plan to include? 



1 
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Part II, Unit A 
Developing the 
Business Plan 



TEACHING/LEARNING OBqECTIVES 

.Upon completion of this level, you should be able to 
1* Describe the value of plannin^q, 

2. State why business plans are Important, 

3. Identify the steps in planning. 
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Part II, Unit A 
Developing the 
Business Plan 

SUBSTANTIVE INFORMATION 

INF0FQ4ATI0N IN A PLAN 

— Starting a new business is like cQnstructing a new 

' WHY IS ' / ^ 

— building* To a casual observer, the building is started when 

^PLANNING 

workers begin to dig the foundation. But to the developer or 

mCESSAEY? 

builder^ the building was started two years prior to excavation 
Someone had to think up the idea, someone had to finance the 
construccion, the zoning had to be approved^ the land purchased 
the architect hired, the building designed, the building permit 
\ acquired, the building materials ordered, ^ the job contracted^ ■ 

. « and so on* Each step was part of a total plan* 

Starting a business is similar. From the very beginning, 
each step takes place as part of a total plan. 

To develop effective plans, the planner must possess 
adequate information,^ The builder needs detailed information 
: /. on the blueprints. The lending institution needs financial 

facts to make a loan. All involved parties will need^rlnf orma-- 
tion from the planner. The planner must have the infdrmation 
or know where to get it so that important decisions ^tan be 
, made effectively* • 

Suppose you were planning a vacation. How would you go 
about it? What information would you need? What alternatives 
, . would you consider? Here are some of the steps that you would 



Part II, Unit A 
Developing the 
' Business Plan 

pt^obably take in making a decision about your vacation. 

1# Define the want ^ need^ or ^Qal > Developing a 

vacation plan is respDnding to a want, need 5 and 

goal. The purpose of the plan is a vacation, 

2# Analyze alternatives In terms of your goal . You 

must consider where to go^ what to seej how much 

money to takej what clothes to take,%hat route, 

tickets s reservations 5 time tables , etc. All are 

involved in making vacation plans. 

3. Select one or two alternativaa t:hat best fit your 

need or goal . These alternatives might include 

various hotels and types of transportation. 

4* Make a final decision . Where will you go? l^ere 

will -you stay? How long will your vacation be? 

5. Enact your plan , -Go on the vacation. 

'6. Evaluate yourdeciaion for future reference . You 

may decide^ "I'll never go to Florida in August 

again™it-s just too hot for me," « 

You can see that a plan is very necessary if you hope 

to have a successful vacation, A business plan likewise 

helps to ensure a successful business venture. 

A business plan is a step toward having a successful 

business. Answers to the following 'questions could be includ 

in your business plan. - 

^ 17 



Part II, Unit A 
Developing the 

, ' Business Plan 

Why do I want to be in business? .. 
What exACtly ii my| business going to be? 
What goods or- services am I going to provide? 

* Who will be my customers? 

Who will be my competitors? v 
What will it cost to start up the business? 

• What are my land^ labor and capital need>i? 

A good planner will rarely constder only one Hlt^jinative 
CO solve a problem. To detc/'mlne which alternativti is best, 
the planner needs liiif ormationp When a planner consider^^^ more 
than one alternaclyap chances of msklng the right decision 
are increased. Information Is :.;he bs^is for making final 
decisions* , 

'* 

DEVEL DV^)?^T^ A BUSINESS PLAN 
Planning a new bunNLv^t^^y is uloL;n\y "^elii^^ed Cl one'o 
personal experieraes^ Moi-jt ^ GiEi*i\ bi:^j:ff."n ventures have 
a personal and Indlviduaj qun! ir; . rg thi^m l: \ ^ vi: fvc^m first^ 
hand knowledge and e^^p^vlsiice:, ^Huil^H;:*^ t.jK/n ; us experience 
is much better than s^tarLlag a buslress in an area which is 
completely unknown tt' yo.;. , ' 

The combination of life experiences—educational, work^ 
social, cultural, economic^^ — ^also contribute to the creation of 
a business idea. If you were to diagram the development of a 
good business idea, it might Initially look like this i 
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Part 11, Unit A 
Developing the 
Business Plan 



Grbwing up 
ln| Free 
Enterprise 
System 



Contact 
with Family 
and Friends 
in Business 




Idea to 
Operate 
Your Own 
Business 



> 




Think and 
about 


Talk ^ 
it \ 


S 




Tentative ^ 
Decisio^ to Get ^ 
Started 




\ 




You Actually 
Begin to Plan 
the Future v 



This is Where Your Business Plan Begl^ to Take Shape 
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Part 11^ Unit A 
Developing the 
Business Plan 

If you were interested in operating your own retail floral, 
ihop5 how would you develop an affective business plan? Here 
are some areas to consider; 

1. Why do I want to go into business? 

2. Why have I chosen a flower shop? 

3. What are the requirements of a florist? 

a. Personal 

b. Educational 

V c* Experiential 

j 4. How much ^iness can I do? 

5. How much business will I have to do? 
6* What financial returns can i expect? 

7, * In what city do I locate? 

8, Where do I locate within the city? 

9, What is thR competition? - 

I ^ ■ • ■ ■ 

10*^ Do I buy or^ iease? 

11. How do I finance the capital required? 

12. What type of ownership should 1 have? 

13. How should the shop layout be depigned? 

14. What equipment do I need? ^ / 

15. ' How do I set up a buying plan? / 
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Part ri, Unit A 
Devaloping the 
Business Plan 

I* 

^ PLANNING FOR AN EXISTING BUSINESS . ^ 

Planning is critically important, to the beginning entrepreneur 

as well as to the business owner who wants the business to continue 

to be successful*'^ In the past ^ entrepreneurs could wait to "jump 

on the band wagon" until a product or service was proven successful 

In this rapidly changing business world, however, entrepreneurs 

need to look ahead. 

The oimer of an existing business needs to "audit" his or 

her business, get-as much information as possible from various re^ 

sources, and develop a bun Uiub plan. To develop plans which pro-- 

vide direction for the firm,^ the company's present situation must 

be analyzed. The following questions will help the entreprepeur 

assess the firm: ' , : 

" * J- 

What is my business? ^ 
• What is my place in the Industry? 

What is my competitive niche or advantage? 

Who are my customers? 
- Are these qustomers the type I want? 

What is my. company image to potential customars? 

What is my biggest problem? 

What is my competition 's biggest handicap and 
how dan I exploit it? 



"HO^ CAN YOU 



Part II 5 Unit A 
Developing the 
Business Plan 

What are my specific goals for imprDvement? 
What percentage of the market do I want^^ 
. What will my industry be like in five or ten 
■ years? 

Ht)w can I finance growth? 

MAKING 1\.ANS WORK 
Planning is the process of establishing objectives'end 
MAKE PLANS WORK? identifying the methods to^ be used to reach them. It involves 

looking objectively at the hard facts of a business venture. 
The plan will help you decide if the venture is feasible. 

You must be able to distinguish your feelings and what 
you want to, believe from the hard facts. From the beginning 
of your business venture it is important not to confuse facts 
with beliefs. Planned actions are based on data~n^ "guesslngi 
and sound business decisions are ^ased on facts. While the 
' . future is unknown ^ well- developed plans allow the owner to 

take advantage of opportunities and prevent, or at least mini- 
m±zi possible difficulties. 



erJc 
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Part II, Unit A 
Developing the 
Business Plan 

EXPOSURE ACTIVITIES 

As you have Just readj the business plan is a very impor^ 
tant part of establishing a business. Now that you have learned 
about the development of a business plan, try these activities 
to help you become more competent in planning. 

ASSESS^fflNT ONE 

1. When developing a business platis how important Is it 

to have all the information readily available? 
2* Explain how good business ideas might develop, 

3, Based on information you have learned i^ PACEs your 
previous studies, and your knowledge of business 
success ot failure^ cite ways you feel a business plan 
can help minimize failure. 

4, A business plan includes many areas. Select two topics 
often included in a business plan which you believe 
ought^ to have top priority in your plan. Explain what 

/ . you. believe ought to be included in each topic. What 

kind of information would you want? 

* ' .- ' 

POSTASSESSMINt . , ' 

1, Describe why it is important for an entrepreneur to 
engage In the planning function. ■ " ' 

2. Identify and briefly describe the steps of planning. 
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Part Hp Unit A 
Developing the 
Business Plan 

3, Discuss the proQess involved in developing a business 
plan, , * 

i 

4. Outline the information you would want your business 
plans to include* 

Compare your answers to your responses to the preassessment • 
You may want to check your postassessment answers with your 
instructor. 

SELF-EVALUATION 

How well did you know the information needed to do the 
activities? 

( ) Very well 

( ) Fairly well 

( ) A little 
Be honest with yourself. If you feel you don't know 
the material well enough, it might be helpful to^ review this 
section before going on. / 

/ 

■ •. . • / 

/ : 

I 

' I ' •■ ' . 
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EXPLORATION PART 11, UNIT A 

DEVELOPING THE 
BUSINESS PLAN 

PREASSESSMENT 

Here are some questions that test for knowledge of the contents 
of this level* If you are very familiar with the information needed to 
answer them, perhaps you should, go to another level or unit " check 
with your instructor. Otherwise, jot down your answers. After you've 
read through this levels take the postassessment at the end of the 
"Escposure Activities" section and measure what you-ve learned. 

1. What is a business plan made up of? 

2. It has often been said that a business owner must have the 
proper information to develop an effective business plan. 
What type of information and topical areas do you think 
you'll need to develop a business plan for your firm? 

3. What is the purpose of a business plan? 

1 

4i "Planning will eliminate business risks." Explain why you 
agree or disagree with this statement. 
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Pirt II, Unit A 
Developing the 
Business Plan 



TEACHrWLEARNING OBJECTIVES 



Upon complation of this level, you should be c:ble to: 
1* Identify the compontnts of a business plan. 

2. Derjcribe what is involved in developing a business 
plan. 

3. List the major topical araas of a business plan, 

4. Describe in detail the purposa oi a business plan. 
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_ ~ Part ii. Unit A 

Daveiop ;ng the 
Business Plan 

SUBSTANTIVE 'INFORMATION 

PURPOSE OF BUSINESS PLANSl 

Why do you need a business plan? It can be used to help 

WHY HAVE A , ^ 

you think chrough your business venture. IC h -S many other 

BUSINESS PLAN? 

purposes as well* A business plan is necessary in obtaining 
money from lending agencies* It will help you seek a partner, 
obtain a franchise or market line and can be used for many 
other business transactions* The plan is also an evaluation of 
the strengths and weaknesses of your venture. 

Any entrepreneurial activity has a certain degree of risk, 
A coistant desira 'among entrepreneurs is to minimize rlski By 
helping you find out as much as you can before, you start , a 
business plan will do just that, , You will eliminate Tnariy sur- 
prises, A good business plan will help answer the basic questloni 
"Is the risk worth the dollar investment?'- 

. In developing a business plan, check ' vit the facts before 
starting a new business* Planning requires that you consider 
all the available alternatives and select the best one* Planning 
minimizes Impulsive decisions and requires careful consideration* 
It will give you and the people you deal with accurate informa-- 
tion about your firm which will be used for decision=making. 
Did you ever set up a. refreshment stand when you were a 
kid? Perhaps you and a couple of .friends made some iced drink, 
set up a crate or table on the lawn, sold three or so glasses 




-.■H-t II, Unit A 
i.w.^ uping Che 
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to neighbors and made a few cents, llier; "-i. t'-ank tlie rest 
yourself. That was probably your first venLura as an entrepreneur. 

Maybe you remember a later time when you and your friends wanted 
to do thinga somewhat differently. You talked about the idea with 
your parents and built a small stand, made a readable sign, and 
located on a biisy corner by a construction crew on a hot day. You 
sold three jugs of iced drink and made a few dollars, and even 
did it the next day and sold cookies. Would you want to start 
a $50,000 business with your own or others' money by developing a 
business plan or would you decided to open that business the way 
you opened your first iced drink stand? 

Business planning is like any other planning attempt. You can 
do a quick "once over" that covers tha obvious items, or you can 
do a thorough Job that considers many details. The more complete 
the plan, the more likely your enterprisa Ij to succeed. 

However, no plan can include all the information you require, 
nor can it anticipate all of your needs , and probleiiis . Your business 
plan should contfllh what you, your advis.jrs, and your resources 
consider important. 
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PR0GPJ55 OF BUSINESS PLANNING 
What does the business plan include? What makes it work? 

WHAT SHOULD 

A good way to start a business plan is to make a list for your 

a Busimss 

business. Include everything that comas to mind* Below is a 

PLMJ INCLUDE? 

list of questions you should consider betore opening a business. 
When you complete the list ^ you will probably think, "Wow! I 
didn't realize there was so much to think about!'^ But after ailj 
that is one of the benefits of planning^--f inding out what you 
need to know. 

In planning your business , you will have to consider many 
questions including j but not llinited to, the following: 
1* What is my business? 

A. What do t sell? 

B. What should I provide to my customers? 

C. Where dp I expect to make the most profit? 
2, What goods or services should I provide? 

A, What goods or services will I actually provide? 
Bi Who are my suppliers? 

C* What kind of pricing setup will I have? 

D. What kind of physical facilities do I need? 

E. What modifications of the facilities will be 
necessary? 
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What is my market area? 

A. Who are my customerig? 

B. Where do they come from? 

C. What are the economic characteristics of 
my customers? 

How can I reach my market? 
Who is my competition? 

A. Who else has the same type of business? 

B. Iftiat are their stroi^and weak points? 
C* How can I be more conpetit^vc? 

What are my productions opera ticni or merchandise 
plans? ^ 

A. How will my product or service be produced? 

B. How will it be sold? 

C. How will people know about my business? 
What financial data is available? 

A. What are the prevalj.ing int'^rast rates? 
B* Wliere can I obtain Toney? 
C* How much money will I need? 

D. Where can I get help to answer my financial 



What about the personnel area? 

A, What kinds of employees do I need? 

B How will the work flow in my business? 

C* What kind of organisation will I need? 



questionB? 



18 




Pnvt II, Unit A 
Developing the 
Bugineas Plan 



iJhat economic information do I need? 

A, Wiat are the financial needs of others 
in the business? 

B. Have similar businesses succeeded or failed? 

C. What are the economic characteristics of the 
confflnunity? 

D, How can I get economic information? 
What legal aspects should concern me? 

A, .What laws and regiilations apply to my business? 

B, Do I need a license or permit? 

C, What taxes will I have to pay? 
How much capital will I need? ^ 

A, What will my facilities cost me? 

B, What will my personnel cost me? 

C, WTiat will my equipment or tools cost me? 

D, Wiat will my inventory of materials and 



E* How long will It be before I make a profit? 
Where should the business be located? 
■ At What kind of community needs my products 
or services? 

B* What transportation considerations do I need to 
think about? 

C. How will my location in the coirmunity affect 



supplies cost? 



my business? 
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WHAT INFOmiATION 



PLAN INCLUDE? 



INFORMATION IN A BUSIM ESS PLAN 
A good plan will contain the .following information: 

1. A description of the business including a 
description of the product or service, 

2. A description of the management plan including 
the organisation plan and a description of the 
key personnel. 

3. A description of the business ownership including 
information on key stockholders (if applicable)* 

4. A description of the marketing plan including 
descriptions of customers, competition, and dis^ 
tribution channels * 

5. A description of the Industry that you are entering 
including trends and competition, 

6- A description of your product or service including 
information about your plant or store site, your 
supply sources, 

7* A description of your financing needs including 

estimated start-^up costs, a projection of estimated 
operating income and expenses » and a projected cash 
flow statement for the first few months or the first 
year . 

8, A description of current financial data including 
information on your financial management plan and 
the names of your auditor or bank if you have one. 
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EXPLORATION ACTiyiTIES 



Do you feel competent enough to be able to use these 



planning principles in developing a business plan? The 
following activities simulate '^real" business planning situ^ 
ations and will give you an opportunity to put into practiLie 
what you have learned,^ After completing the activities, do 
a self-evaluation to" check your understanding of the material 



ASSESSbENT ONE 

1, Select three of the six types of businesses listed below. 
For eachs identify what a business plan ought to include. 



topics in the business plan for one type of business and 
not in the plan for another? 

a plant shop 

a bike repair shop 

a farm supply store 

a tree farm 

a child day care center 

a TV repair shop " 

2* Ihterview two people you feel are successful entrepreneurs. 
Find out if they developed a business plan* What did they 
Include in the plan? How long did it take to develop the 
plan? What recommendations and advice did they give you 
about opening your owi business? Report your findings in 
no more than five pages,. 



Did youj because of the type of business, include some 
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3* Why are business plans considered iu'i'Mi tc^nt? 
POSTASSESSMENT 

1. Name the eight parts of a business plan* 
•. 2. '*To develop an effective business^ the business cwner 

must have adequate information." Discuss this statement* 
What type of ^information and top. areas do you think 
you will need to develop a business plan for your firm? 

3. Describe in detail the purpose of a business plan. 

4. "Planning will eliminate business risks.-' Do you agree 
or disagree with this statement? Wiiy? 

Compare your answers to your responses to the preassessment * 
You nay want to check your postansessment answers with your 
Instructor. 

SELF-EVALUATION 

How well did you know the information needed to do the 
activities? 

( ) Very well 

( ) Fairly well 

( ) A little 
Be honest with yourself* If you ftel you don't know 
the material well enough, it might be helpful to review this 
section before going on»^ 

/ 





/ 

PREPARATION/ 
ADAPTATION 



ADAPTATION 



PREPARATION/ 
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PREASSESSMENT 



Here ard some quastions that test for knowledge of the contents 
of this level. If you are very familiar with the information needed to 
answer them, perhaps you should go to another level or unit — check with 
your instructor* Otherwise ^ jot down your answers. After you've read 
through this leveli take the poitassessment at the end of the "Prepara-- 
tlon/Adaptatlon Activities" section and measure what you've learned. 

1. Do you feel that there is a relationship hetween planning 
and success? 

2. What information is needed to develop a business plan? 

3* Prepare a tentative business plan outline for your business* 
4. "Planning takes time, but is well worth the effort." What 



are the advantages of planning? 
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TEACHING/LEARNING OBJECTIVES 

Upon completion of this level, you should be able to: 

1. Locate and obtain the information necessary to 
develop a business plan. 

2. Prepare a plan for your intended business. 

3. Evaluate the completeness of your business plan- 
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SUBSTANTIVE INFORMATION 

PURPOSE OF A BUSINESS PLAN 
Statistics show that only one ouc of three businesses will 

WHi HAVE A 

survive five years after the enterprise has originated, une 
BUSINESS PLAN? ^ ---- - h- -~ 

of Che main reasons for failure is lack of capiLal or financial 
backing. In fact, most articlas on entrepreneurship discuss 
financial aspacts more than any other factor .to consider when 
starting a business. 

Although financial matters are very important, an effective 
business plan deals with all aspects of starting and operating 
a business venture. Below are some reasons why you, as an 
entrepreneur j should develop a good business plan: 

A. The specification of goals and activities will 
help keep your efforts purposeful, 
^ou will have a plan to follow. 

C. You will be able Co show the facts and figures 

of your business venture to other involved parties— 
lending agents ^ prospective partners, investors, 
suppliers, etc* 

D. It will help you see how all the pieces of your venture 
fit together, 

E* It will provide information for decision-making. 
F* It will be a working document^ that can be used in 
many business transactions. 
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A good business plan helps change ideas to realities. 
The following diagram illuscrates the ideal business planning 
process i 



Facts 
Figures 
information 



—lead to^ 



Understanding 
Knowledge 
Skill_s 



— produce^ 



Good 
Dec isions. 



WHAT INFORMATION DO 



YOU NEED? 



INFORMATION NEEDED TO DEVELOP THE BUSINESS PLAN 
Constructing a business plan is like putting a puzzle 
together to get the whole picture* You will need a great 
deal of InforMtion from many sources to make the right decl-- 
sions* Information often comes in bits and pieces; information 
from one part of £he plan is often dependent upon that from 
another part of the plan. Consequently, it is difficult to 
gather all the information for one part and then go on to the 
next part . 

Can you answer the following questions? Below are some 
areas In which you will need information for your business 
plan. These questions are suggested for any business ^ and 
include the following i 
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WHAT IS IN 
THE 

BUSINESS 
PLAN? 



1, Getting ready to become a business owner. 
A, What kind of business am I in? 

B* What are my strengths and weaknesses as a 

manager /owner? 
C* What are my abilities? 

2. Becoming a business owner. 

A. * What is the status of the local economy? 
* B^* What do I need to know concerning location? 
C- What do I need to know about my competltora? 

D. Should I buy an.exifiting business? 

E. What are my capital needs? 

F* What are the capital needs of similar businesses? 

G, Wiat will the expenses by per month? 

H. Ifliat insurance pratection is needed? 
___==ir^lffiat legal regulations will affect my business? 
3- Being a business owner* 

A, What are my organizational plans? 

B, How will I decide on price? 

C, What do I need in labor skills? 
D* What are my advertising plan^? 

E* What will be the break-even point? 

THE BUSINESS PLAN 
Now that you have answered these questions j you can prepare 
the document called a business plan."'' Every good business plan 
includes a deecriptlon of the following i 
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. Business 

. Market for the service or produnt ^ 
. Major goals and objectives for the business 

* Rasourfies required 

• Current status of the business 
Below is comprehensive business plan. It includes detailed 

information in these areas ^ 
' 1*' Daicrlptlon of the business- 

Answers questions such asi 
. What kind of business am X in? 
* What goods or iervices do I provida? 
i What advantages does rny product or service 
have over my competition? 

2. Description of management. 

Answers questions such asi 
^ * What 1& the organizational scheme? 
. t^o are the key Individuals? 
. What are present salaries j benefitSs ate? 

3. Description of ownership* 

f 'Answers questions such asi 

, OTioare the current stockholders (if 

applicable)? 
. Who are the principal nonmanagement 

investors? 

I 
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Description of marketing.' 
Answers questions such asr 
, What are the market^ served? 
. Who are or would be the principal customers? 
, Who Is the competition? 
, What are the distribution channels? 
, What is the marketing strategy? 
Description of the industry in which the business 
will operate, ^ ^ • 

Answers questions such as i 

What is the history of the .industry? 
, What are the competitive factors?. 
, What are the trends? ^ 
Description of production or service "operation* 
Answers questions such asi , 

Is the current/planned plant o\med or leased? 
, What are my sources of supply? 
, What is the current/planned labor supply? 
Description of financing* 
Answers questldns such asi 

, What are the estimated start--up costs? ' 
, What is the projected operating income and 
eKpenses? 

, \^at is the projected cash flow for the first 
several months or the first year? 
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, What: financing is sought? 



. How wo6ld the application be made for financing? 



8. 




^swers questions such as i 



* Who is my auditor, legal counselp bank 



(if applicable)? 



, Wiat is the financial management plan? 
. What additional financial data Is available? 
Which of these Itemi or categories Bhould be included in your 



determine what your plan should include* You might need to 
add or delete items depending upon your .situation. However, 
your plan should be cpmprehensive enough to help you get your 
business started and keep it operating successfully. 

More detailed information on obtaining financing, record, 
keeping j financial management, site selection, and marketing 
are contained in other uidts of PACE, As you go through these 
other unitSp you will want to keep your potential business 
plan in mind* , ' 



business plan? Only you ^ with advice Crom olher sources can 
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PREPARATION/ADAPTATION ACTIVITIES 

Are you able to apply these bupiness plan principles to 
your business aspirations? Are you now knowledgeable about 
the various aspects of business plans? The following activities 
should help ^ you check your knowledge. 

ASSESSMENT ONE 

Read the case study below, 

^ . SHARON EASTWOOD: STARTING A NEW BUSINESS 
Sharon Eastwood was employed as a manager for a leading 
restaurant dh^^n for the first five years ' following her gradu- 
ation from a pL^tsecondary school where she studied restaurant 
management. For ^he past two years she has held a similar 
position with an independent restaurant in a major metropolitan 
area* 

At the present time she is planning to start her own 
restaurant in her home town 5 a southern community with a popu^ 
lation of about twenty-eigfit hundred and a rural trading area 
containing an additional two thousand people. It is estimated 
^ that the total trading area contains between fifteen hundred 
and sixteen hundred families. Family income in the araa is 
near the United States average. Population has been increasing 
at the rate of about 10% per year over the past ten years, and 
the outlook is for continuing increases at about this same rate. 
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Two reitaurants now operate in this cammunity. The newest 
and most modern is The Outlook , It is operatad by a young man 
who has a reputation for being very progressive. This restaurant 
caters to the young crowd and is a chain affiliate of a leading 
national restaurarit chain. The other establishment^ Clayton^ s 
Inn , is not as modern. Mr. Clayton, who is slKty^three years 
of age and not very healthy* wishes to retire and move to 
North Carolina* In spite of the less modern character of his 
restaurantp he has been able to maintain a customer volume as 
large as The Outlook , presumably because of his friendly persona- 
lity and leaderihip in coranunity affairs, 

Sharon has two alternatives. She can purchase the ( yton 
restaurant, or she uan start a new restaurant in Lsfactory 
building that she can lease on favorable terms, Mr, Clayton * 
who omiB his restaurant buildings has offered to lease it to 
Sharon for the iame monthly rent asked by the owner of the 
vacant building. The two buildings are close to each other 
and appear to be equally desirable from an operating standpoint. 
Careful estimates have been made of the necessary investment. 
The price asked by Clayton for his fixtures, :entj inven- 

tory, and supplies is very close to the amount Sharon figures 
she -^fould need for assembling everything required for the new 
restaurant, assuming that she would get some slightly used 
fixtures at a favorable price through a cooperative wholesaler. 
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1. What advice would you give in this^aae? 

2, Outline the factors that should be considered 
by Sharon J indicating which ones would be most = 
significant • 

ASSESS^ffiNT TWO 

1, "Planning Is a never-lending function of management. 
Unfortunately, so many businesses do not realize that 
planning is a continual activity*" Do you agree or 
disagree with this statement? Why? Why not?^ 

2, Invite two or three small business owners to meet with 
your group* Each business should be at least two years 
old* Have the owners discuss the planning used to open 
the business. Do they plan now? What do their business 
plans include? Do they^ revise their plans? 

3, Planning is often described as the process which bridges 

' an idea and the reality. Do you agree with this descrlp- 
tion of planning? 

4, This activity is designed for more than two players, 

A, Select a type of busineris most of your colleagues 
are familiar with, 

B, Work through the complete business plan as a 
groupi discussing each part and deciding on the 
exact wording* 



^3^ 



^ Part II, Unit A 

Developing the 
Business Plan 

C. After the complete business plan is developed, 
divide the business plan up equally so that each 
group has a section. Set a deadline and have 
each group obtain the desired Information and 
list the resources* 

D. Wlien each group hai obtained the information, 
each Is to report its findings Including the 
resources identified, 

E* Dlscusa the findings and resources presented 
by each group- 

POSTASSESStffiNT 

1. Describe what you bellGve is the relationship ^ if any 5 

/ 

between planning and business success- 

\ 

2. Identify the information needed to develop a business 
plan* 

3. Prepare a business plan for your business in outline 
form, ' : . ^ 

4. "'Planning takes time but is well worth the effort*" 
Respond to this statement* What are the advantages 
of planning? i 

Compartt your^ answers to your responses to the preassessment 
You may want to check your postasaessment answers with your 
instructor. 
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SELF-EVALUATION 

How well did you know the information needed to do the 
activities? 

( ) Very well 

( ) Fairly well 

( ) A little 
Be honest with, yourself . If you feel you don't know 
the material well enough, it might be ^helpful to review this 
section betore going on. 



\ 
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SOURCES TO CONSULTx 
FOR FURTHER INFORMATIlS^ 

"Daring To Start Your Own Business." Changing Times , The Klpjj.nger 
Magaalne 31i6(June 1977) i 24-28. \ 

Department of Coraneree. Preparing a Business Profile . Washington s 
D.C.tS Government Printing Off leap April 1972, 

Proxlittires W* Can Small Business Survive? Chicago i Henry Regnery 
! Co., 1964. . 

Shilt, B. S*s Evarardj K* E., & Johnsi J. M* Business Principles 
and ^fainagement . Cincinnati ^ Ohio: South-Western Publishing 
Co., 1973.^ " 

I 

Small BuslnesB AdminlitrWtion, Washington, D,C,: Government Printing 
Office, \ ' _\ 

, Business Plan for Retailers , I'tonagement Aid no, 150, February, 

^ /i974- ^ \ r \ 

\ ■ 
I \ \ 
, Business Plan If or Small Construction Firms , Management Aid 

no. 221, January, 1974, / 

, Business Plan /for Small^Manufacturers , Management Aid no* 218, 
Jdly, 1973. f ~ ] / /' 

^ - " / ' -- 

^ . , Business Plan for 'Small Service Firms ^ Management Aid no* 153* 

October, 1,974, " - " 

^ Starting and Managing a Retail Flower Shop , 1970. 

Startin;; and Managing a Small Business of Your Own^ 1973.,, 

The First Two Years i Problems of Small Business Firm Growth 
and SurviYalj 1961, 

"Small Businesses You Can Start on $6,000 and Up." Changing Times , 
The Kipllnger Magazine 31i8(August 1977) i 38-40. 

Steinmetz, L, L., Kline, J. B,, & Stegall, D. P. Managing the Small 
Business, Homewood, Illinois^ Richard D. Irwin, Inc., 1968. 
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FILMS - 

PREPMATION/^^TATIQN LEVEL : 

"The Business Plan" (14 rain* sd** coior, 16 tm) Available for 
purehase or rental from Sales Branch National Audiovl£}i^l Center^' 
General Services Administration, Washington^ D* C* 20406. 
Phone (301) 763-1854. 

Dramatizes the need for and elements In a business plan as a 
management tool for a successful business operation. Deals mainly 
with disauseion between two central characters. One is an appli-^ 
ance store o^meri whose business is declining because the owner 
has not done planning and haf failed to keep up with changes. 
The other is a service wrltet who has finished two years of 
night classes in small business training and is planning to 
open an automobile service shop. The service writer has a 
bu ^ -ness plan and enthusiastically tells why it is important 
Thf^ service writer's factual presentation of the main poln ^* i. i 
business plan convinces the appliance store Qmie^t of the nec c salty 
ni such a plan. 




.51 

38 



PACE 



^ogram for 
Acquiring CQmpetence 
in Entrepreneurehfp-^ 



-RiaEARCH AND DEVf LOPMENT SERIES NO. 194 B-l 

instructor's Guide 
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FOR RE^CH IN VOCAnNAL EOUCATION^ 

itm OMO STATE UNIVnifTY 
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USING THi INSTRUCTOR'S QUIDi 



The Instructor's Guide contains the follovving: 

• Teaching/Learnihg Objtctives {idintlcal to the Ttichlng/ 
Learning Objectives found in the PACE unit) 

• Tilching/Learning Dilivtry Suggettloni 

• Pre/poftass^ment Suggastid Reiponies 



, This information is geared tovwrds tht thrsi levels of learning, and is designed 
for use as a supplemeotal teaching aid. Additional initructlons for uiing PACE, 
sources, of information, and an annotated glosiary can be found in the PACE 
Resource Guide. 
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PRf/POST/iSSESSMENT 

suGaisreD responses 



fXPOSURE 

1 . Plans are an Important part of any succe«fuf buslnea vinture. Entriprinturi perform 
many activitiBs in operating a busing. Thwe activltlw must bi wall planned if they are 
to be effMtive. 

2. Sttps in planning include defining goals, eximlni'ng alternatives for reaching them lelect- 
mg and implementing aiternativM, and evaluating results. 

3. A combination of life experience contribute to the creation of a busings idea The 
busing plan is designed to make this odea a profiuble reality. A plan should answer 
the following questions (a) Why do I vwnt to be in business? (b) What exactly ss my 
businns going to be? (e) What go^s and service am I providing? (d) Would a part- 
nership be good for my businea, and, if so, who might be a good partner? (e) Who are 
my competitors? ^f ) What will it cost to sttrt the business? (g) What are mv land labor 
and capital needs? 

4. Outline should reflect answere to questions In No. 3 above. 



\ 



fXPLORATION _ ■ 

4 - 

- T. A buiinm plan provide dttttiid Infom^^ 

a. Idtntif Icatien of tht busini^, including type and go^i/^rvlces providtd 

b. Mirkftdra 

c. Compttltion 

d. Productian, opiratlon, and merchandise . " 
* i. FinaMing the venture^ 

1 PemnntI ^ 
g. Lapl imim 

h* LDGation . j , 

2. Um shoy Id reflect splbial needs of respendent-s venture and i corislderation 
of tai^rs Msttd In 1 Jbove. 
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3. Puipoit of a busine^ plan* helps the plinntr think through the venture, es^luating iti 
stringths and maknm^; Is nm^^fv In obtaining money from Isndei^; helpi In obtain- 
ing partnm and ft^nchlioi^. 

4. R^ondents should note that while risk cannot be eliminated, planning can help minl^ 
intirrisks. 




PRiPARATIpN/ADAPTATION 

\ 1 . R^pondtnto should notf that while no set of fectors can guarantee succ^s, good plan- 
\ fling ean incrme the probability of being succ^ftilp 

^ 2, Aniwtrs to the following qUvMtions may provide some Information needed to develop 
H builfm plani ^a) What buiin^ am I in? (b) What are my strengths and weakne^es 
^ managerH^wner? (a) Whataramyablliti^? (d) What is the^onomic status of the 
loi^l eommunlty? (e) What do I need to know about my competitoi^? (f) How will 
^ i decide prlaes? (g) What insumnce will I need? (h) Should I buy an existing busing? 

3. Outline should include ditailed entrl^ under these headinpi (a) d^ription of businesi, 
(b) fTiarktt for prody^ or mviee, (a) major goals and objectives for the busman, (d) 
' , rtqyiffd resource, and {a) mirrtnt mtu% of busine^. 

4« . Plannt/ig is adyantageous bedause it helps the entrepreneur think through all mpmu of 
the businm venture and provide all partly involved with the information need^ for 
decision^making. 








Tf ACHlNG/LiARNING OBJECTIVES 


TEACHIMG/LEARNING DELIVERY SUGGESTIONS 






Upon completion of this lavef of instruction you ihould be able to: 


A viriity of dlffarint teaehing/learning mithodologiei mv^ been 
used. To help you organlii your work ind plan Ihe gni of thii Ibv^;3 
tnese suggeiiions are niade« 


2 


w 

a 

& 

H 
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1 . Descnbe the value of planning, 

2. State why byiinesi plans ire Important, 

3. Identify the steps of planning. 
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1 . Identify the componints of a business plan ' 

2, Describe what is Involved in developing a business plan 

3. List the major topical areas of a business plan, 

4, Describe in detail the purpose of a business plan, 

j 


Arrange to Interview business owners in your local community. Ask 
them to discuss their business plans. 
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1 . Locate and obtain the information necessary to develop 
a businesi plan. 

2. Prepare a huslness plan for your intended business. 

3. Evaluate the completeneis of your business plan. 


Arrange to invite business owners to meet with the group to discuss 
their experiences with busineEs plans. 
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PACF series consists of these pa :s and units, 

PART Is GETTING ^^^Y TO BECOME AN ENTREPRENEUR 
Unit Al Nature of Small Business 
UnJ ^ Bi Are You an Entrepreneur? 
Unit Ct .. How to Succeed and How to Fail 

PMT III BECaiING AN MTREPRENEUR 

Unit Al Developing the Business Plan 

Unit Bi Where to Locate the Business 

Unit C: Legal Issuea and Small Business 

Unit D I Govei^nment Regulations and Small Busine 

Unit 1^ Choosing the Type of Ownership 

Unit F: How to Finance the Business 

Unit Gs Reiourcea for ltonage%*ial ABsistanca 

PART Ills BEING AN ENTREPRINEUR ' 
Unit A: Managing the Business 

Unit Bi Financial Management 

\ 

Unit C: Keeping the Business Records 

Unit D: Itorketing ttenagement 

Unit El Successful Selling 

Unit F: Ifanaging Huinan Resources 

Unit Gi Community Relations 

\ 

Unit Hi Business Protection \ 
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